JEPARTMENT OF HEALTH AND HUMAN SERVICES
1EALTH CARE FINANCING ADMINISTRATION

FORM APPROVED
OMB NO. 0938-0193

TRANSMITTAL AND NOTICE OF APPROVAL OF

STATE PLAN MATERIAL

FOR: HEALTH CARE FINANCING ADMINISTRATION

1. TRANSMITTAL NUMBER: 2. STATE
02-005 Wisconsin

3. PROGRAM IDENTIFICATION: TITLE XIX OF THE
SOCIAL SECURITY ACT (MEDICAID)

TO: REGIONAL ADMINISTRATOR

4. PROPOSED EFFECTIVE DATE

HEALTH CARE FINANCING ADMINISTRATION 07/01/02
DEPARTMENT OF HEALTH AND HUMAN SERVICES
5. TYPE OF PLAN MATERIAL (Check One):
[ NEW STATE PLAN ] AMENDMENT TO BE CONSIDERED AS NEW PLAN (X] AMENDMENT

COMPLETE BLOCKS 6 THRU 10 IF THIS IS AN AMENDMENT (Separate Transmittal for each amendment)

6. FEDERAL STATUTE/REGULATION CITATION:
1902 (a) (13) (A) SSA; 42 CFR 447.250 (a) & (b); 42 CFR
447.253 (b) to (g)

7. FEDERAL BUDGET IMPACT:
a. FFY 2002 $ 11,500
b. FFY 2003 $ 46,000

58

8. PAGE NUMBER OF THE PLAN SECTION OR ATTACHMENT:

Attachment 4.19-D pages i, ii, 1-6Z. .\7.. ;.J.\.\..,...;M.. .....................

PAGE NUMBER OF THE SUPERSEDED PLAN SECTION OR
ATTACHMENT:

Attachment 4.19-D pages i, ii, 1-57.

10. SUBJECT OF AMENDMENT:
Nursing home rate updates.

[[] COMMENTS OF GOVERNOR’S OFFICE ENCLOSED

[_] NO REPLY RECEIVED WITHIN 45 DAYS OF SUBMITTAL

11. GOVERNOR’S REVIEW (Check One): :
[N GOVERNOR’S OFFICE REPORTED NO COMI\/[ENTW Blaninc ] OTHER, AS SPECIFIED:

TE AGENCY OFFICIAL:

12. SENATU]g‘ O;;;’I/‘:dn )

13. TYPED NAME:
Peggy B. Handrich

14. TITLE:
Administrator, Division of Health Care Financing

15. DATE SUBMITTED:

16. RETURN TO:

Peggy B. Handrich

Administrator, Division of Health Care Financing
1 W. Wilson St.

P.O. Box 309

Madison, Wl 53701-0309

FORM HCFA-179 (07-92)



STATE OF WISCONSIN

DEPARTMENT OF HEALTH AND FAMILY. SERVICES
WISCONSIN MEDICAID PROGRAM

METHODS OF IMPLEMENTATION FOR WISCONSIN MEDICAID NURSING HOME PAYMENT RATES
FOR THE PERIOD JULY 1, 2002 THROUGH JUNE 30, 2003

Table of Contents
Page No.
SECTION 1.000 INTRODUGCTION.......cccooitiiereierererirenienitessrssestasaestssesaresstesessesssesesserassassseasassessassesaestat st st ses sesrtas e s s s st aansabasnass i
1.110 GEINETAL PUIPOSE. ....cvrierirreecneeerrrerentietresseatesteneeseoseaneseotesarssosessansarssamesssaseresaseasas e s ass st R s s b e r et s R s b s st s b as £ s rn s s 1
1.120 Basis of the Nursing Home Payment Rates ...........ccoiiiriiiiiit e tresse et san s et st aes s s 1
1.130 Authority and Interpretation 0f 2002-2003 Methods.......c..ccccviiniiniitiiisennee et s 2
1.140 LAHZATION c.vvcuevviesseereneescoteseesaerietseeresestorsastreeasesemsesesameerss shambesaas e b e s erssasa s s R e s ndaRe s b e e R e b SE et s r e e s St e b st as 2
1.160 Medicaid Participation REQUITEIMEDLS............cccccccererrerieneiinesessnetee st esess e srne st sn e e ss et st at et s s o et cas s sas s basssaante 2
1.170 Cost and Survey Reporting REQUITEIMEDES .......c.ccocvrieierirniinitie et s ssba s e a et st e e e st s e st sa e 2

1200 ALLOWABLE EXPENSES ...ttt sterere e sese s s e se s e saesesaes e sos s e e e st eens s s ns et e b e s e e e s e st s sm e st e S e st st s s e s bt
1.210 Patient Care Related Expenses
1.220 BaA DEDLS ....cviteeiriieereeeet ettt et st essesr et et et e e st e esaee st eSS e e ae see R e e e e RS n s eR s eR e st e b et et e r e
1.230 Prudent BUYET ......co.o ittt ettt st ettt s e sac s b e e s s e s m e st e s s e SR e s e n
1.240 Approvals under the State’s Resource Allocation Program: Long-Term Care ...........ccoovoimieiinnininnnns 4
1.250 Costs from Related Parties and Related Organizations............ccooeeviemiuieiesieiesssieseesisetscsirescesosssrnna st snens 6
1.260 Employee COMIPERSALION .........c.cccoiereieeiereieeereestsieeeeresiestessrae s ass st ass st eas et st st s s e s essseses s b sba s e n bt et sanan st e b en s st 7
1.270 Interest Expense on Working Capital Debt ........ccouivceniniiniiiiiiiiecicette et 8
1.290 Institutions for Mental Disease and Mentally Ill Nursing Home Residents ...........ccooiemnneniinnininns 8
1.300  GENERAL DEFINITIONS......c.uiiiiiiiierintesteeetestsiee e steseesaessaseeeesms s smsessrnssassssassabs sessmaba st e e e s et s st e b e S e s oot S sttt a et 9
1.310 Significant Licensed Bed Days ..........c.ououiivieeieiiceieei et ens st sttt s s e s 10
1.400 NURSING HOME APPEALS BOARD ... .ottt sttt s sa e a s e e sa e s e s e st et 11
1.500 BED HOLD DAYS ..ottt rteet et e e seeseaste s e ss et et et e st emt et ebe st een e ea son et e e e e s s s anb s b sabnae e s e s e Rt SR e e At s b e e s sttt b e 11
1.510 Bed Hold Occupancy REQUITEIMENLS ............c.coiirrieiiieirei ittt s e a e 11
1.520 Calculation of Occupancy for Bed Hold Billifig.........cccooeecruemeieirimnceuiiinnesisseneie s ssasesssesies et sisne s 11
1.530 Excludable Licensed Beds 12
1.540 DOCUIMEIIEALION. ... ceveeeueeeinieetiiteeerea et e eareesaaseseeesnr e et sreeanbeeaeeess et sase e s eassensnesane saseasbaant St bassaessn e st e anasaar et sant s st s sbn
1.550 No Charge to Resident and Third Party
1.600 RESOURCE ALLOCATION PROGRAM RATES AS A MAXIMUM ..ottt et 12
1.700 CHAPTER 227 ADMINISTRATIVE HEARINGS. ........coceoiiiiirirecimniniiste s srcctiiessaese st s s es et e sess e satnn e s st san et i oo 12
1.800 ADMINISTRATIVE REVIEWS ..o it e et r e e st emsese s se s e e omtaat seassa e e s ae s s et e e e b e b s et e et b b e b et e e a e e s sa s 12
1.900 MEDICARE BILLING .......oooiiitiiiii ettt reteseeteeraes et es e ea e e e sseesce et s sar s be s sabbas s e st s s sas et e s as s s s ba s s st st n i b e s et s r s 13
SECTION 2.000 PAYMENT RATE ALLOWANCES DESCRIBED ......cccocivemiimiinimiiininenmsineeressstsstasss oo stessnesenesss e s encsseas 14
2.100 DIRECT CARE ALLOWANC E .......ooiiieiaiiaeiiiteieteeteeteesesseses s enetate st e ee st e s eensaes b b ass st s s e sass st e st e E et et e bt a s eb e sb e en 14
2.110 Direct Care DITECE SETVICES .....cccceruiriiriiiiiiiteeierece e et et e s et e et ratesoatee s eetp st st e msamtosensas s sesaseea e et e as b rm b aansenen s e sinstsnt 14
2.120 Direct Care Supplies and Other SEIVICES.........occvuiiireierer ettt et s et s e e rs e b e s 14
2.130 EXCIUSIONS. ....eeeeceeitee et cre ettt e teste e sae e aesen e e e e esaeasm e e s s e ceee e e e e e e s saseen e s st erbeeansanss e s e aar s e e s e e et e e te e bsnnessnesaunenenes 14
2.200 SUPPORT SERVICES ALLOWANCES ..ottt eereesec e rme et soesos s s ssnnssns e s st e s me s s sas s e s s sna s s e 14
2.210 Dietary SErvICe EXPEISES ....cc..ciiiriiiiiiiiiieeeereiettreisteeesetescateresnne s e s s onesestsesraas s saeasa s s e abnae e s s st aabe e sbe s s s n et aasannesns 14
2.220 Environmental SErvice EXPENSES.......c....oiiiiiiiieiieeiieeie et ettt e et aeeerecese e ae e e s s e srae b e e an s s s s e abesen e s r e et 15
2.250 Administrative and General Services ALIOWANCE ... ..c..ccoueruirreeriiiitinintcrceitesiesassaese et s s eae e as e e es 15
2.300 FUEL AND OTHER UTILITY EXPENSE ALLOWANCE ... ittt st et ntes s s e s s ens e ess e st anne 15
2400 PROPERTY TAX ALLOWANCGE ...ttt ettt ettt er e st et e st e s s et s e s et e e se s e s s ereesam s arnesnsesnnss e sanas et 15
2410 Tax-PayIlg FACIIITIES ..cecireiiiiiieiicciectreciectte s ceem e s e e et st e e s e e e e ar e s e e e sourasarssessmmeeasas s et s e aesassnrnasanesaneascemnes 15
TN #02-005 i
Supersedes JUN 11 2003

TN #01-006 Approval Date Effective Date 7-1-02



Attachment 4.19D

2.420 TaX-EXEIIPt FACIIEIES ......cvoevueeeereseereasecirriserssetnsse it s 16
2500 PROPERTY PAYMENT ALLOWANU E ....ooooiiiieeeieteeteeitetess i sestesssssrssnes s aast st et e s e s e e s b b s 16
2.600 OVER-THE-COUNTER DRUG ALLOWANC E .......ccceccimtrmimiimmtermsesstatast st ssess e sn s et b s s m st st 16
2700 PROVIDER INCENTIVES.....oooieeieeerteeeeeromisueesessessassemasteessaestessssatssssasersaest trat saesssiosssstesraasasatast ot sertiat it i btsn s s st st s s

2.710 Exceptional Medicaid/Medicare Utilization Incentive

2.720 Private ROOI INCENIIVE .......ooiviviiiieieeiccreciticanienssrestrsstssn et et et sn s e

2.730 ENEIZY SAVINES INCEIMIIVE .....cuceerireeracenactrisetnastra s e a2t
SECTION 3.000 CALCULATION OF PAYMENT ALLOWANCGES......... ottt ettt s

3.010 The Mininmum Qccupancy STANAATA ...........oveueurerresemimsetsesese et esassm s st e e r st st

3.020 AQJUSLEA PAHENE DAY ....ovuereoercecererarsreacsiiserrersssrsasssss s s st et saes s e eSS

3.030 Minimum Occupancy Factor

3.040 Beds for Rate Setting........c.cccoevveeeenne

3.050 AQJUSHNIEIIS ........oevevircmeerenestiesirnencaersssensnsnssascessesssnsssnss

3.060 BeABAIIK ......ooveeeeeeiiiiereiereiereiereseseseeses s eeneees s an e e sasesas st et et s R a s

3.070 X CIUSIOMS .. e veeeeeeeeeeesee e eeeseeesesaseaseesseseeeseessaansaessnsesasseasansnseerbesoataseriasnes s e st sabeaane Saar e s E e s b r T e et S e b s e b s st a et s ssr b0
3.100 DIRECT CARE ALLOWANGCE ...t ioioeeeteteitiesiesesteseeasesseesessasasaessararasasmasasassassssst st sraesbiasasiraas s sassat s 1t ettt tasca s i s bbb

3.110 Types Of PAYMENE RALES .......ccceteirieieriicrimiiiresiiaies sttt st s s s s st et

3.120 Method of Computation of Direct Care ALIOWANCE .....ocurueceemcriiriiisciininrtssss ittt 19
3.200 SUPPORT SERVICES ALLOWANCGE.........cotioiiieireetetsssestsssmesneseest s amsassssas st st abestssssnsesanssbsasmassstesssutsnsatsontsussasennsanenss

3.220 Method of Calculation ...........ccoociiireiciceniiininire et issete e aassane

3.250 Administrative and General Services Allowances
3300 FUEL AND OTHER UTILITY EXPENSE ALLOWANCE

3.310 MEthod Of COMPULALION........c..eremeuiracteecarierete st sss s s et se eSS LS

3.340 On-Site Water and SEWET PIAIS ..........oecoieeeieeiciirreeeaieeercrrestessratesssserasireaessarasasesesetasst b s taasr s s e st e s e n s n st se e se st s st

3.360 SEASONAT COSt VATIALIONS ..o..vveeeeereeeeieeereeereirseessesesssesessatasssmesneeseeesesonssasasassssssasssasstsssmsssarsossntastnstsestaestaastassesesaensas
3.400 PROPERTY TAX ALLOWANC E ....oooottetioteeeeeeteeeeeeeeee e eeeeaess et sessaseratessessasesasesasnanaes e e s g et omea e sh s e b e s eSS st St e bt 22

3.410 TAX-PAYINE FACIIEES ... cvv.cveteeeeeseeieeisceeiseascacasaresasns s esemse et ts eSS 22

3.420 TaX-EXEMIPE FACIITES. .. ov.vereeteeemeeeieeeereeetenteinsese et e st bbb s 22
3500 PROPERTY PAYMENT ALLOWANCGE .......oooiiiiiiiitemrieee ot e e rmrestae e et asssse s e s e e s se s bbb E b et b s st e 23

3.510 GEIIETAL .o e e et eeeeee e aesese e s e e et aeseanseereessessaraeasteat et ae s e e sesr e e a e e R e R T e eSS LSS e st st s 23

3.520 Allowable Property-Related EXPENSES. .......oweuurmrsnsessmtnss sttt ettt s 23

3.530 Calculation of Property ALIOWAICE............curiuirrrresieeis ettt st 27
3.600 OVER-THE-COUNTER DRUGS ALLOWANC E ........oooieotrinientirceiesstaene e e snass et saas st e s S s s o0 st st st 28

3.650 PROVIDER INCENTIVES. ..o ctiteteeiieeeeeiteeesaasasseaaaassrsntantesssesiessemaisssassssssasssaestsssssassassbiassanasssotintionieustatnmsissiosesnans 28
3.700 FINAL RATE DETERMINATION ......cooiioiirtectieieieetessrassasseecsterssasessassssarssssssrsssaretest shacmadsasesrmassanss e m s et s e ss et ettt st

3.710 GENETAL 1nvveeeeeeeeeeeeeeeeeeeseeseasaeseeessassaseseeasesssasssuseamesetaaaase e s i st e e sase e be e se s R Ae e e T e Ee e S AT SIS S et e

3.720 BaSE RATE .ceeeeeeeeeeeeeeeeeeeeeeeeeeeseeaoaeseessaaessntosasssssnsaaessas seeeeesaRrsco st abs s e s s aeae e m e et tae s a st e s He e bbb e L e e s 1oLt e et s s

3.730 PIOJECIEA EXPEIISE ...vovueuivverieeeetesieusteescseeenscaemessaamssssse s s ss e et s h s s eSS

3.740 CUITENE METNOAS RALE.......eoeeeeeeereeeeeeeeeeeeteientaseeaeesastessascaeetsasassser st s aasras e e e bk e e s b e Rs s e RS e RS e e R e bbbt

3.760 HOIA-HAMIESS RALE......c.oeoviveneuireieeeeeeseseteseasteseseseeseressssesesessa st abassa s e e s tor s s e R TR eSS e s eSS

3.770 Selection of Payment Rate .

3.790 PULCHASEA REIOCAION SEIVICES «nnv.nveeeeieeeiiieiceeerereeesearasssseeesneseseeraaerassassaassssab b e pesres or s r s s mn S e e s s sn e san s st st 33
3.800 ANCILLARY BILLABLE ITEMS ......oiiiioiciiviisieiseercassceseesasestrasasssssesssssssasssasstsns et essastass s bs o re s s st s e b s sa sttt 33

3.810 Add-Ons for Separately Billable Iems. .......c.ccorrrmmieirini ettt 33
3900 REIMBURSEMENT OF STATE-OPERATED FACILITIES ....ooooiiieete et ettt e e 34

3.910 GENETAL ....ovoreveeieeiaeceaiere et s et e et sreses s s e e et s bna s st ene s s s O e TR 34

3.920 Direct Care, Support Services Administrative and General, Fuel and Utilities and Property Tax..........cocooovnienes 34

3.930 ANCIIATY AQG-OMS......ovniiieeeeteeeiieie et reeeteiea et e e e et e ses b e aa st e s e e s Sae b s s e s h s s e E e S nr a2 et 34

3.940 Capital CostS....ooeviveeeiieiirceii e

3.950 Reporting LIMItations ........ccocooiviiiiiiiiiiiiiecere e

3.960 IDLErImM PAYINENE RATES ... ....ccviicertitieiieteeteeectet e st s e s me s st s e s e e e b s R eSSt s b s Sh bt

3.970 Reimbursement Limitation

3.980 COSt RECOMCIIATION. 1 eeeneeeeeerereeeeeeeeeeeseeeseaessseansseseaeerasseesaant e saeasaesessasaRssasesrsennes s a s e S s S et e e aean s st es e aas s s ssaenrenas
SECTION 4.000 SPECIAL PAYMENT RATE ADJUSTMENTS AND RECALCULATIONS ..o 35
TN #02-005 -ii-

Supersedes
TN #01-006 Approval Date __ JUN 11 2003 Effective Date 7-1-02




4.100

4.200

4300

4.400

4.500

4.600

4.700
4.800

'4.410 Start-Up Period

Attachment 4.19D

RETROACTIVE RATE ADJUSTMENTS......cco oot iietctreteeteeteise e etest e seeeses e ssasesseresesas st soesmeaseneeans samssransssstassenssssasaseanssusss 35
4.110 REITOACHVILY ...ttt ettt a et e b et e e st s b e e b e b et s am e b e e e e b s e emae e R s e s ne s Se ke m e s s men e b s R st s 35
4.120 Material AQJUSHITIEIES......coeeiii ettt st ettt reese e s e e e e bt srn et es s sa s se ST b ess e tebe s en e sa s ass st st eaes 35
4130 Within 150 Days 35
4.140 After 150 Days.................

4.150 Audits ..o,

CHANGE OF OWNERSHIP

4210 NO Rate Change fOr NEW OWIIET .......coovieiieiceeeeeeteereees st trraaessesrssasseesseesrameaseesameessasoncs siasssssssesssnssstsnsenasssanass 36
4220 Prior Owner’s Cost Report REQUITEA. ........c......cieeieeriecreercetecnenesesercstssnaeescstsnrssereratees e nasssss st srsssesrseessnsseseesss 36
4230 PROPEITY TAX ...eeeiietieeieiei et r et et ettt e e ee b e s s e st e neasaee e s st e e st e raesae s b e eae se e s b e a s e ne s a s s b s Rser e Rt san T e st s ot ananastarass 36
PAYMENT RATES FOR NEW FACILITIES ..ot rieiecentssceeenrstenest et s et esesstenmaarenssnnssinmsasasassastasenassssesssases 36
4310 SEAM-UP PETIOM ..o cnniiiiiieciecieresiere e cttr e ceecearcessesaesaessssstesseassssssasmeessesseassrnsessasnssnnessansesaataamasssrsesssmnrsansinssanaanes 36
4320 Payment Rates During the Start-Up Penod ............................................................................................................. 36
4330 Payment Rates After the Start-Up Period ................oiorireienercc ettt etesesnesaesessentssteresns s s s snsnesnasss 36
4350 Inflationary AdJUSIIIENt Of EXPEMSES........cccucuouveveeeeeeeireetraeereaereietetesesesessesssssessesasassensssasesrasesesssisessesarssssanssessanas 37
4.360 Property Tax ALIOWABCE .......cccceeereerereeieeieeiieieees e seessassasseessesreraseassassaseanssrasesrnsasanssassesneessastsesanasssonsonmassasnensneses 37
PAYMENT RATES FOR SIGNIFICANT INCREASES IN LICENSED BEDS.......occcoortiecreecee et sreeesessessssaesesmsrsesnens 37

4.420 Payment Rates During the Start-Up Period
4430 Payment Rates After the Start-Up Period
4.460 Property Tax Allowance

..........................................................................................................................................

PAYMENT RATES FOR SIGNIFICANT DECREASES IN LICENSED BEDS .......cccceoeiintnretenrerierenmssecssieressessnssnsssases 38
4.510 Phase-DOWI PEIHOM ......co.oioiiiiiiecctee ettt et e e e s e sn e et s emessesmestesse s abeesesaessess st e sasasrneaeaeenesbeens snn 38
4.520 Payment Rates During the Phase-Down Period...........coocoieecinmivinciiceeceeieerecarneesse e et esseenesesssesssssmrasssssnnssessss 39
4.530 Payment Rates After the Phase-DOWN PEHOd. ...........ooveicivveereiceeeeeceeeeteeeeeeraesesesssesesseensesrassssasstessesesnasnassssaseses 39
4.550 Inflationary AQJUSHNENt Of EXPEIISES.................ovueveeeeemseseeecteseeacaesessesesssssssscsssessssenesessssessssssessestersesacssesnsasssosessssaen 39
4.560 MajJOr PHASE-DOWIL......c.cocoviuieiririrnreienerreeeieeseeee e sssesebesesasessesareseressasssssassssasasensssstssasasestasesesnmriasosssssacsensrensnsns 39
4.580 FACHEY CIOSINES ....ecveenrisceieieiet et te et eteeeeeaas st easeseeseaeeeasensesesasasenssssesseesasssaseseaserassasssestaseresercanoneaerssrnsaastans 39
CHANGE IN FACILITY CERTIFICATION OR LICENSURE .......ccccociitiimitiieeeeiesseseesneseeee i e sessansesesssaeinseneescensssssrenes 39
4.610 CRANZE-OVET PETIOM ......couoivieneiiticieiiieeieeeee et ee ettt e e st e e teee e eeeseem et smeaeeasesesssemeesesesessssessnsteseseaseantosnsnasensensanen 40
4.620 Payment Rates During Change-Over PEIiOq.............ccouoiiiieiiiiieeeeccree et eese v v s e st srecsss sosesessssssscssees 40
4.630 Payment Rates After the Change-Over PEHIOd. ........ocouiiirieieeieneeeistecteieseestensasseeesesiessesssasestssssessesssesessssassanensen 40
4.650 Inflationary AJUSIMEnt Of EXPEISES. .....cc....coveoiiereeertieiciieetereceseceeeeeieessesasssessesaessesseesenssassnsssscesesereesrssmeseesssesssonsns 40
4.690 Special Care Payments/NOD Rate PAYINENES ............cccooviiiietieeiiieeeerieeiceeseeereseseeserenssscessssseassessesacesssssasarossasnaseeens 40
SPECIAL PROPERTY TAX ADJUSTMENT .....coociiicireeeeeeeeeteesesteseeeanesnnessesmaenssessoessesasssssssasssoesscosasmrasasssinsecsssssnonssnass 41

4.810 CAOUIATION. c...ececeeee ettt ettt st et b et et ene s ae s e a e b et et ac bt e e R et s e ens e
4.850 Payment for Services Provided During Temporary Evacuation

SECTION 5.000 APPENDICES RELATED TO REIMBURSEMENT

5.100 SUPPLIES AND EQUIPMENT .......oeiriteieeieei et ee e raecens e e aaas et s et esasss st e aas e s e aasses s e e s ereeas e ar st sbencaesreararnnate
5.110 GEIETAL ...ttt este e Tt et e st e s s ae st e s e e n e et e b e et e s e e s sanan et e aes e tesna e sr s e b et e er s re s s e et r R e nnere e
5.120 Dietary Supplies ................
5.130 INCONINENCE SUPPHIES .......oovieritiieieieieiit s eeries e e st rme s e e e aesnes s e s s s e e besnsasesnsans
5.140 Personal Comfort Items and Medical Supplies and Equipment...
5.150 All Non-Expendable, Reusable Materials..............c.coceouiiveeeorioeiieieceeeeceieseeveneseere s ssseeneeesessosessessessnsssssnsessennns
5.160 Durable Medical Equipment and Wheelchairs - EXCEPHONS .........cc.cccovreiieertrieeceniaeeeesessereseseesssessesssesesssssessnesnes
5200 OVER-THE-COUNTER DRUGS..........oo i aicteicirinieeirieierestesesseessessesssesse e se e bonsossassarsessnsensensessanssebesansestnessansssnenrssasacnss 47
5.210 GIEIIBTAL ...ttt et et e s et e et e emesaeere e es e et et et e esanteaeestee et sheeseeteeAt et sheste st esseseeteseasene st seanetebenaeseaes 47
5300 COST REPORT INFLATION AND DEFLATION FACTORS.........cccciiirreterenreeeereraeessesesse e ssesesrscessecnsesamesesssnsesssnees 47
5.310 DHTECT CATE ..ottt e e et e e s e st e e e st e e st eas e st et nesne s easesesss sseentessaseeaesnesaestseese st et enessseneseneannres 48
5.320 SUPPOTE SEIVICES ...e.curitieieieeerietesintetesteststatessassassessasaasaessaseesesnessssestesenbessensesaessessesnessensasssessasinesseneesassmsenessessresmss 48
5.330 Administrative and GeNETral SEIVICES ..........coouieiiiiuii ettt eeee et tesseeeseeeesaesaseeteeeassesebesetes e esresantesansasensas 48
5.340 FUels and UIIHES .........ccooeiiiiiic ettt ceeeea s esevss s s et eae e ev e sssesesesseeeseneamesessasesesaseesetssesesasene et asnsesesaneeanenss 48
5.350 OVET-the-COUNTET DITUES ..ottt ettt teeeeeseas s er et e ee s se s e ees s s emaneeas et eaestenseasnenseens 48
5.360 Alternate Cost REPOTE PEIIOMS .......oooiiiniee et et e e e e e e e e e e seemeesasae s ssamassesameneasanessenssananseessasrasensnaasns 48
TN #02-005 -iii-
Supersedes

TN #01-006 Approval Date _JUN 171 2003 Effective Date 7-1-02




Attachment 4.19D

5400 DIRECT CARE PAYMENT PARAMETERS.........ccittiititrertntenteeteenteser s e st s e eesessesss e e s se s seeseentssmesasasseee st s semsansnatansanes 49
5410 51010 ) 2T (1) £SO O USSR UU P RUUUA PR JU 49
5.420 CaSE MIX WERIZHLS ..ociiuiiiieieiieiieiceieeese et ettt e ebt st s et et b e em s e e e b e Rt s er oA e ber s b e s s s se st b e na st seeneanaassaa st ses 50
5.430 Statewide DIreCt Care Base ......cc.occoiieueioreeee ettt eetri e e ce et et set e s st s s s v e s s b s s be srae b sa e e re s e e e e e b e beas 50
5.440 Statewide Direct Care Cost Inflation INCTEMENL ...........cc.ccoverirrerireccrisincecsre it ssr s sts s et s st ste e s ne e s 50
5.500 SUPPORT SERVICES PAYMENT PARAMETERS .......oociiiiitiietrieiereeetere et serimieese s soesaesosstesmesoesssossssesnesasnsobecsennnas 50
'5.510 Support Services Maximum and INCTEIMENT ..........coererureerreeeriaeereteeerneeseereee st ee e eeeares st ssssecsasesssessesssnsensssssssessssanas 50
5.550 Administrative and General Services Payment Parameters .........ccocvimiiiinerniietcniieincessese e scresesssee s 50
5.600 FUEL AND UTILITY PAYMENT PARAMETERS ..........cccccoieiiuminmmtriieneersinneisiessessasesssssasessessassessassnsecsssnssssetssssessessencacases 50
5.610 FUel and UHHLY TAIGELS.....cccvecreeiiieritecerreeserestaseessesreseenesastacettsateesttacs bttt et se s et sesasseseesnsessaseressensrenressestoseneaes 50
5700 PROPERTY TAX PAYMENT PARAMETERS.......c.ccoorairtieirueme et e et sttt ssesstsbeemrat s easaeseosensnsnssesesssenemenertsenvaces 51
5.710 Real Estate Tax and Municipal Fees Inflation RAtes. .........c..oveeirereeriirciininiesimninie st ssesssssssessssssanss 51
5.800 PROPERTY PAYMENT PARAMETERS ..........cocoootieiitieet et e et e veesestncasessreesnatasestssasaassseesassesentrssnssentesansaeesensasencns 51
5.810 PrOPerty INCTEIMENLS. ... et ee e rae et e e e e me e e e e see e e sar et s etensese b smaa st saee sateasenesateseestane resseseessase 51
5.820 SEIVICE FACIOIS ..ottt ee st e e e e ettt seese st e e see s see st e e seasesaesaesar e sesaeese et anee e bane sreemeaeeresaneanens 51
5.830 EQUALIZEA VAIUE.......ooutinicieierecee et trea s ees e et eraate e e e e e besas e se et necseebesarsaetebesneaatesebrmsasetesanmesesseenseasnen 51
5.840 COSE SHATE VAIUE .....c.ormrriceenirieeectrieeee e teceetene et s ee e s tes et rass s s e saaseestebesanrasesensssesssasnsencntseessentassratsseasnssersonerssenaeses 51
5.840(a) Cost Share Value: 20%...........ocoovvererermvennne O OO OO OO RN UUU YR UUROEORP 51
5.840(b) Cost Share Value for nursing facilities referenced in Sections 3.070 and 3.532:  40% .c.cceorueereerreerececurereccncnne 51
5.850 INCENUIVE VAIE. ..ottt sttt eat s st e s st soe st s e e se s ses s sasaese et et e seseaese st setestneasteressronsne 51
5900 OTHER PAYMENT PARAMETERS .......cccccoiiiiteintitrtetesetesesenmressacsnssserescrssntetssesasesentesastesesasassatesesasessstsassatsssesansasasneasensn 51
5910 OTC INCTEASE ATIOWANCE.........eeecevireereeeeiieeieestessseaereaee st essasr e st easaasssessaantatansennaasteamaeassesenabesssamast eaesbasarareareaeonten 51
5.920 Exceptional Medicaid/Medicare Utilization INCENTIVE ........cccceriiiriieiinieniciecceienceeteeetsseresesseseneresasesesscssnsoneeness 52
5.930 Private ROOIM INCENEIVE ......ocoiiieeiieeiccietcetetee ettt ettt e e e ess s as et easesess s sssesnesesaaseseseasessaseesansanensesaanersan 52
SECTION 6.000 MEDICAID NURSING HOME PAYMENT RATE METHODS ADDENDUM FOR
STATE PLAN PURPOSES........oooiteteteecrretserec et e estsaees e te st st e eesestes e e tas e st estes o seasenteutesent st e nanssacesenasennennen 53
6.100 COST FINDING AND REPORTING ......cccoooieiruiitiritiateeeretereeessesescesesessssansestensesassesssssessssessssensssessesesenmsasessasensasssssssnssene 53
6.110 ProVIder Cost REPOILS...........occiiimiiicer ittt ettt st bbb e bbb e s sns b ne 53
6.120 Cost-FINAINE METROM.......couiiiieiieireceet ettt et ee e ettt as s st e ese e e e s et e e e e e e s b se e bt sen 53
6.130 Actual Costs COMSIAETEA. ..o voveiiiiiieetieiteieertire e e e et eet e e e te e tae st tesas e e sesaasseanssesaasneeasassasseassantanteasesbastassanserncn 53
6.200 AUDITS ... ettt —aetestte et e te s n e aae e s R e e e et e e e e aaet e e e benee St s esanEn e s b R a b et e et S et ee e st ses ettt e e e e ae e s ree e s bene e e s e e s araaes 53
6.210 GEIMETAL ...ttt et et st st es ettt e st e et e e b s et s e st e e et R R e et e saese e e s see e nes 53
6.220 Desk Analysis 0f COSt REPOTLS ........cocceiriirieiiiet et teee st et et ettt e s e m s s et s aensesas e ees 53
6.230 Overpayments Identified and ReCOVETEd......c.oouiouiiiriieiieeeeeree et rte e e e et e s e s 53
6.300 SEPARATELY BILLABLE ANCILLARY ITEMS ... iiiiiieeire et ree e st e e stsseses e e st ets e s e sesssesae st s st s snasesaesesae sessns 53
6.310 TECIIIS ...ttt ettt sttt et st e ae st et e st em e s ae e e e e et en e a R et e e At b e sa et a e Re et e e nae e re e e e s es 53
6.320 ReIMbUISEMENT MANMET ..ottt tecie e s e s et et ressaesse e e e arse s et anse s ee st asseesbessasnsansensensasatensaaseneerseestonee 54
6.400 REIMBURSEMENT OF OUT-OF-STATE NURSING HOMES .........cccontriiriernetrreseeseeescseseesteseseesessesseseessesenssans 54
6.500 REIMBURSEMENT OF THE OMNIBUS BUDGET RECONCILIATION ACT OF 1987 (OBRA ‘87)
REQUIREMENTS ...ttt et e e e st eeseeemeatose s seeseeeaesestesesesaeereseeeat e e smesaesreemerseseemensearenteeeasemeraeens 55
6.600 USES OF FEDERAL FUNDS .......ooociiitiiriiteieeirieeereassseeesessessessessseass  sesescossnsstesensnsssatessssentesesnssastssenssmosentanansacsasenseseas 55
TN #02-005 -iv-
Supersedes JUN 11 2003

TN #01-006 Approval Date Effective Date 7-1-02



Attachment 4.19D

SECTION 1.000 INTRODUCTION

1.110 _ General Purpose

The purpose of the Wisconsin Medicaid Methods of Implementation for Medicaid Nursing Home Payment Rates is to ensure that
nursing homes, including nursing facilities (NF), and intermediate care facilities for the mentally retarded (ICF-MR), are paid
appropriately for care provided to Medicaid residents in a cost-efficient fashion.

Wisconsin nursing homes participating in Wisconsin Medicaid are paid by a prospective rate-setting methodology as stipulated in
s. 49.45(6m), Wis. Stats. This methodology must meet federal standards and is established in the Methods issued annually by the
Wisconsin Department of Health and Family Services, hereafter known as the Department. Within the Department, the Division of
Health Care Financing (DHCF) has primary responsibility for establishing nursing home payment rates.

The Department shall develop such administrative policies and procedures as are necessary and proper to implement the provisions
outlined in the Methods. This information shall be communicated to the nursing home industry as necessary, such as through program
memoranda, provider handbooks, and Medicaid Updates. Such policies and procedures are generally intended to apply to usual and
customary situations and are not necessarily applicable to special situations and circumstances. Any questions regarding specific
circumstances should be referred to the Department.

It should be noted that the Department develops standardized calculation worksheets for the computation of payment rates under the
Methods. These worksheets are an administrative tool and are generally intended to apply only to usual and customary situations.

1.115  Further Information
For further information, contact:

Nursing Home Section

Division of Health Care Financing
P.O. Box 309

Madison, W1 53701-0309

Individual nursing homes should contact their district Medicaid auditor for specific questions on their payment rates.

1.120 __Basis of the Nursing Home Payment Rates

Allowable payment levels were determined by the Department through examination of costs actually incurred by a sample of nursing
homes in Wisconsin. Appropriate adjustments for actual and anticipated inflation levels were taken into account in projecting costs.
One provision in these Methods helps assure that necessary and appropriate care continues to be provided by facilities which may not
be economically and efficiently operated and which face unique fiscal circumstances. The Nursing Home Appeals Board helps ensure
cost-effective operations and yet recognize exceptional circumstances, if warranted.

The Nursing Home Appeals Board is available for redress in the event a facility has extraordinary fiscal circumstances, as defined by
statute 49.45(6m)(e) shown below.

49 .45(6m)(e) The department shall establish an appeals mechanism within the department to review petitions from facilities providing
skilled, intermediate, limited, personal or residential care or providing care for the mentally retarded for modifications to any payment
under this subsection. The department may, upon the presentation of facts, modify a payment if demonstrated substantial inequities
exist for the period appealed. Upon review of the department's decision the secretary may grant the modifications, which may exceed
maximum payment levels allowed under this subsection but may not exceed federal maximum reimbursement levels. The department
shall develop specific criteria and standards for granting payment modifications, and shall take into account the following, without
limitation because of enumeration, in reviewing petitions for modification:

1. The efficiency and effectiveness of the facility if compared with facilities providing similar services and if valid cost variations are
considered.

The effect of rate modifications upon compliance with federal regulations authorized under 42 USC1396 to 1396p.

The need for additional revenue to correct licensure and certification deficiencies.

2
3
4. The relationship between total revenue and total costs for all patients.
5. The existence and effectiveness of specialized programs for the chronically mentally ill or developmentally disabled.
6. Exceptional patient needs.

7

Demonstrated experience in providing high quality patient care.
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1.130 __Authority and Interpretation of 2002-2003 Methods ) ] ) -
These Methods will determine payment for services provided during the twelve-month time period of July 1, 2002, through June 30,

2003, unless otherwise modified by legislative action, or federal or court direction. A new rate period begins with services rendered on
or after July 1, 2003.

1.131  Severability

The provisions of the Methods_of Implementation for the Medicaid Nursing Home Payment Rates are to be considered separate and
severable. -

1.132  Effective Period of Payment Rates ) .
Rates shall be implemented on or after July 1, 2002, unless otherwise specified. Rates issued after July 1, 2002, shall be approved

retroactively to July 1, 2002. However, rates may be approved effective on a later date under the provisions of Section 4.000 Rate
Adjustments and Recalculations of these Methods.

1.133  Authority of 2003-2004 Methods ) .

Applicable nursing home payment rates for services rendered on or after July 1, 2003, will be governed by the provisions of a separate,
new 2003-2004 Methods, even if the 2003-2004 Methods are issued subsequent to July 1, 2003. Reimbursement rates established
under one Methods will apply only to that reimbursement period.

1.134 Recoupment of Overpayment ] ) )

Upon a rate decrease for any purpose, any excess payments for previously provided services shall be recovered from the provider. The
amount to be recovered shall be determined by the Department or its fiscal agent. The amount shall be recovered within a recovery
period not to exceed 60 days. Requests for a reécovery period should be submitted to the fiscal agent.

As a standard procedure, the Department will recover the recovery amount by deducting, from each current remittance to the provider,
a fixed percentage of each remittance. The Department shall establish the fixed percentage. If the total amount is not fully recovered
within the first 30 days of the recovery period, then the Department may establish larger repayment instaliments in order to assure the
total amount is fully recovered by the end of the 60 day recovery period.

If enough Accounts Receivable shall not be generated by the fiscal intermediary to recover 100% of the funds within 60 days, a lump

sum payment shall be made to the Department for the difference. In addition, if the Department’s fiscal agent cannot determine the |

amount of the recovery, the amount will be determined by the Department. In these situations, the recovery amount shall also be

recovered within 60 days and may either be deducted from current remittances to the provider or repaid by the provider to the
Department’s fiscal agent.

1.140 _ Litigation o o ) o

The State has been or may be involved in litigation concerning the validity or application of provisions contained in this Methods or
provisions of previous Methods. Medicaid payments resulting from entry of any court order may be rescinded or recouped, in whole
or in part, by the Department if that court order is subsequently vacated, reversed or otherwise modified, or if the Department
ultimately prevails in litigation. When recoupment occurs, recoupment will be made from all facﬂgtles affected by the issuance of the
court order, whether or not such facilities were parties to the litigation. If any provision of this Methods is properly and legally
modified or overturned, the remaining provisions of this Methods are still valid.

1.160 Medicaid Participation Requirements . ) ) i i
All nursing homes participating in the Medicaid program must meet established certification requirements, adopt a uniform accounting
system, file a cost report, and disclose the financial and other information necessary for verification of the services provided and costs
incurred. The Department will specify the time periods and forms used for those purposes.

1.170 _ Cost and Survey Reporting Requirements

1.171  Cost Reporting

All certified nursing home providers must annually submit a “Medicaid Nursing Home Cost Report” for the period of the home’s fiscal
year. Under special circumstances, the Department may require or allow a provider to submit a cost report for an alternative period of
time. A standardized cost reporting form and related instruction booklet, which include detailed policies and instructions for cost
reporting, are provided by the Department. This cost report and the related cost report instruction booklet along with policies adopted
by the Department, are an integral and important part in determining payment rates. Additionally, the Department may require
providers to submit supplemental information beyond that which is required in the cost report form. Supplemental information
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concerning related entities shall be made available on request. The intent of cost reporting is to identify the costs incurred by the
nursing home provider to be used in the application of the Medicaid payment policies and methodology.

1.171(b) All Certified Nursing Home Providers Must Submit )

An annual survey of nursing homes on report forms and/or in an electronic format that meets the Department’s specifications. The
Annual Survey of Nursing Homes report form options and instructions are provided by the Department. Reports must be based on the
calendar year or the portion of the calendar year during which the nursing home was in operation.

1.172  Signature

If the cost report or annual survey is prepared by a party other than the nursing home owner or a nursing home employee, it must be
signed by both the preparer and the owner/employee.

1.173  Timely Submission

The completed cost report is due to the Department within three months after the end of the cost reporting period unless the
Department allows additional time. The due date of supplemental information, including responses to DHCF questions, will depend on
the complexity and need for the information being required. The due dates for cost reports for the Nursing Home Appeals Board shall
be established by the Board and may be less than three months. The Department shall establish and implement policies to withhold

payment to a provider, or decrease or freeze payment rates, if a provider does not submit cost reports and required supplemental
nformation and responses to DHCF questions by the due dates.

The completed Annual Survey of Nursing Homes is due to the Department by February 1 of each year, unless the Department allows a
maximum 28 day extension. The Department shall establish and implement policies to withhold payment to a provider, or decrease or
freeze payment rates, if a provider does not submit annual survey forms and respond to the Department by the due date.

Failure to pay the Occupied Bed Assessment in a timely fashion will also cause the Department to withhold payment to a provider.

Facilities that do not meet the requirements of this section will have payment rates reduced according to the following schedule:

25% for cost reports, supplemental information, occupied bed assessments and/or annual surveys between 1 and 30 days
overdue.

50% for cost reports, supplemental information, occupied bed assessments and/or annual surveys between 31 and 60 days
overdue.

75% for cost reports, supplemental information, occupied bed assessments and/or annual surveys between 61 and 90 days
overdue.

100% for cost reports, supplemental information, occupied bed assessments and/or annual surveys more than 90 days overdue.

The number of days overdue shall be measured from the original due date, without extension, of the cost report, supplemental
information, occupied bed assessment and/or nursing home survey.

The rates will be retroactively restored once the cost report, supplemental information, occupied bed assessment and/or nursing home
survey is submitted to the Department.

1.174  Records Retention :

Providers must retain all financial records, statistical records and worksheets to support their cost report and supplemental information
for a period of five years. (Reference: HFS 105.02, Wis. Adm. Code). Records and worksheets must be accurate and in sufficient
detail to substantiate the reported financial and statistical data. These records must be made available to the Department or the United
States Department of Health and Human Services within a reasonable time from the date of request and at a location within Wisconsin

unless alternative arrangements can be made with the Department. Failure to adequately support reported amounts may result in
retroactive reductions of payment rates and recoveries of monies paid for services.

1.175  Change of Ownership _
Upon change u{ ownership of a nursing home operation, the prior owner is required to submit a cost report for the fiscal period prior to
the ownership change unless the Department determines the cost report is not needed. The prior owner’s failure to submit such a cost

report may limit the new provider’s payment rates. IT IS IMPORTANT THAT THE NEW OWNER ASSURE THAT THE PRIOR
OWNER SUBMITS THE COST REPORT. Also see Sections 4.200 through 4.230.

1.176 Combined Cost Report for Multiple Providers

A separate cost report is to be submitted by each separately certified nursing home provider. Nevertheless, the Department may allow
or require two or more separately certified providers to submit a single combined cost report in the following circumstances:
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1. Multiple Certified Nursing Homes. A combined cost report may be allowed or required for two or more separately certified
nursing homes which are located on the same or contiguous property and which are fully owned by the same corporation,
governmental unit or group of individuals.

2. Small Nursing Homes. A combined cost report may be allowed or required for two or more separately certified nursing homes
when each has a capacity of less than 25 licensed beds and when all are fully owned by the same corporation, governmental unit or
group of individuals.

3. Distinct Part ICF-MRs. A provider operating in conjunction with a distinct part ICF-MR provider, as defined in Section 1.311,
shall be required to submit a combined cost report for both providers.

4. Distinct Part IMDs. A provider operating in conjunction with a distinct part institution for mental disease (distinct part IMD)
provider, as defined in Section 1.312, shall submit a combined cost report. However, the Department may require separate cost
reports depending on individual circumstances.

The Department shall not allow a combined cost report for a facility if the Department estimates that payment rates which are
determined from such a report are likely to result in payments which are substantially in excess of the amount which would be paid if
separate cost reports were submitted. The Department shall not allow a combined cost report if a facility’s rates cannot be readily or
appropriately calculated based on such a report.

1.200 ALLOWABLE EXPENSES

1.210 _ Patient Care Related Expenses

Only expenses incurred by the nursing home related to nursing home patient care shall be allowable for payment. Expenses related to
patient care include all necessary and proper expenses which are appropriate in developing and maintaining the operation of nursing
home facilities and services. Necessary and proper expenses are usually expenses incurred by a reasonably prudent buyer which are
common and accepted occurrences in the operation of a nursing home.

1.215 Sanctions

Allowable expenses do not include forfeitures, civil money penalties or fines assessed under Wisconsin Statutes, Administrative Rules,
Federal Regulations or local ordinances.

1.220 _ Bad Debts
Bad debts and charity and courtesy allowances applicable to any patient shall not be allowable expenses.

1.230 _ Prudent Buyer

The prudent and cost-conscious buyer not only refuses to pay more than the going price for an item or service, but also seeks to

economize by minimizing cost. Any alert and cost-conscious buyer seeks such advantages, and it is expected that Medicaid providers
of services will also seek them.

The Department may employ various means for detecting and investigating situations in which costs seem excessive. These techniques
may include, but are not limited to, comparing the prices paid by providers to the prices paid for similar items or services by
comparable purchasers; spot-checking; and querying providers about direct and indirect discounts. In those cases where the
Department notes that a provider pays substantially more than the going price for a supply or service in the absence of clear
justification for the premium, the Department will exclude excess costs in determining allowable costs for payment rates.

1.240 _ Approvals under the State’s Resource Allocation Program: Long-Term Care ) . ) .
Unless otherwise specified in this Methods, payment shall not be provided for expenses related to capital projects or changes in service

which were not approved or for which notice was not given (if required) under Section 1122 of the Social Security Act or Chapter 150,
Wis. Stats.

The Department shall retroactively reverse or negate the effect of rate adjustments due to a Resource Allocation Program project if the
facilities did not complete the projects.

1.241 Workers Compensation ] . . .
By Statute, nursing homes are required to provide Workers Compensation (WC) insurance for their employees. The Wisconsin
Compensation Rating Bureau (WCRB) has the authority to establish rates for WC insurance. The allowed WC cost will be the lesser
of the calculated amounts obtaned from the WCRB WC policy for a given nursing home or allowable cost of a self insurance plan.

WC expenses may need to be accrued on an estimated basis since subsequent audit may result in an adjustment to the Experience
Modification Factor (EMF) resulting in additional costs or refunds for the cost reporting period. Allowed WC expense will be the
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amount accrued and paid within 75 days of the end of the cost report period. Any changes to previously estimated Workers

Compensation amounts that result in additional costs or refunds shall be reported as an addition or reduction of WC expense in the cost
reporting period that they
become known.

1.245  Legal and Other Professional Fees

Under the following circumstances, legal and other professional fees incurred by a provider are not related to patient care and are thus
not allowable expenses:

1. The provider (or-an organization of which a provider is a member) incurs the fees for the prosecution or defense or potential
prosecution or defense of any administrative appeal or judicial suit which results from any reimbursement action taken by a state
or federal agency administering Title XVIII or Medicaid programs.

2. The provider (or an organization of which a provider is a member) incurs the fees in an administrative appeal or judicial suit
which results from any action by the state agency that administers licensing and certification requirements, unless the
administrative law judge in the administrative appeal awards fees in a motion brought under Section 1.2455.

3. The provider incurs fees defending an owner or an employee in any personal matter or in any criminal investigation or
prosecution.

4. The provider incurs the fees in any other remedial process pursued prior to the filing of an appeal under chs. 50 or 227, Wis.
Stats., or a judicial suit.

5. Other fees not related to patient care.

1.2455 Award of Fees

The treatment of legal fees and other professional fees incurred in a provider’s administrative appeal of any action by a state agency
that administers licensing and certification requirements shall be as follows:

1. Upon resolution of any such appeal, the provider or the state agency may submit a motion for award of fees to the administrative
law judge. The judge shall award fees if the judge determines that the moving party is the “prevailing party,” unless the judge
determines that the other party had a reasonable basis in law and fact for taking its position or that special circumstances exist that
would make an award unjust. The judge shall determine the prevailing party and the amount of the award pursuant to ss.
227.485(4) and 814.245(5), Stats., except that the amount of the award shall not include any fees associated with preparing,
submitting or litigating the motion for fees. The judge’s decision is not subject to judicial review.

2. If the fees are awarded to the provider under this section, the amount awarded will be treated as an allowable expense in the cost
report year or years in which the fees were incurred, to the extent the amount does not exceed the Administrative and General cost
center maximum limitation under Section 3.250 of the Methods. If the fees are awarded to the Department in its role as state
licensing or certification agency, the amount awarded will be deducted from the provider’s otherwise allowable costs in the
Administrative and General cost center for the cost report year or years in which the fees were incurred.

3. Section 227.485, Stats., is intended to allow an administrative law judge to award costs associated with a hearing to the prevailing
party in the proceeding, upon motion of that party, but it only allows such awards for individuals, small non-profit corporations, or
small businesses. Providers who are individuals, small non-profit corporations or small businesses, and who pursue costs under
s. 227.485, Stats., shall not be entitled to, in addition, pursue costs under the provisions of this state plan.

1.246  Accruals of Paid Time Off

The Department will not recognize the accruals of expenses for paid time off. It will recognize only the cost of paid time off (i.e.
vacations, sick leave, etc.) which has been paid during the cost reporting period.

1.247 On-Premise Time Off
On-premise paid time off (i.e., break time, paid meal time, etc.) should be reported as productive time and wages.

1.248  Self-Insurance Costs

The allowable expense for self-insurance plans is the actual claims paid during the cost reporting period. At the facility’s option,
accrual of pending claims may be made to the extent that such claims are paid within 75 days of the close of the cost reporting period.
Such accrued claims may not be expensed in the following year’s cost report. If a facility’s self-insurance fund is managed by an
independent (non-related) trustee, the fee paid to the trustee may be included in allowable self-insurance costs. If actuarial
determinations are performed by an independent (non-related, non-employee) actuary, the fee paid to the actuary may be included in
allowable self-insurance costs. Allowable self-insurance costs may also include the premium costs of re-insurance (“‘stop-loss”)
policies purchased from an unrelated company and any costs to administer the self insurance plan. Allowable costs shall then be
reduced for investment income. In order for investment income to remain in the self insurance allowable cost determination, it must be
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